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Dear Appl i c a n t  : 

We have considered your a p p l i c a t i o n  f o r  tax-exempt s t a t u s  under 
s e c t i o n  501(c)(3) o f  t h e  I n t e r n a l  Revenue Code. 

The ev idence presented d i s c l o s e d  t h a t  you were i n c o r p c r a t e d  i n  
t h o  S t a t e  of *************   on * * * * * ***** * * * * *  .  

The ourposes f o r  which t h e  c o r p o r a t i o n  was formed a r e  t o  prov.ide 
hockey r e f e r e e i n g  s e r v i c e s  t o  organized you th  hockey programs i n  
t h e  n o r t h e r n  geographic s e c t i o n  o f  t h e  s t a t e  and t o  o t h e r  hockey 
groups when deemed acceptable.  

***** * * * * * * * * * *  ************** ********* *********** * * * * * * * * * * * * * * * * * .  w i l l  
p rov ide  and schedule r e f e r e e s  as requested and as  needed t o  
youth hockey groups, e lementary and secondary schools  and a d u l t  
leagues. The o r g a n i z a t i o n  w i l l  a l s o  ma in ta in ,  develop and 
improve t h e  s k i l l s  of i t s  r e f e r e e s  by p r o v i d i n g  seminars and 
% r a i n i n g  sess ions.  

Your sources o f  f i n a n c i a l  suppor t  c jonsist  o f  f ees  charged f o r  
o f f i c i a t i n g  hockey games and membership fees .  The f i n a n c i a l  
i n f o r m a t i o n  submi t ted  w i t h  your  a p p l i c a t i o n  r e f l e c t s  t h a t  a 
l a r g e  p o r t i o n  o f  your income i s  de r i ved  f rom t h e  fees charged 
f o r  o f f i c i a t i n g  games. A schedule o f  t h e  fees  changed l i s r  fees 
rang ing  f rom $** t o  $ * *  .  

Sec t i on  501(c)(3) o f  t h e  Code prov ides ,  i n  p a r t ,  f o r  t h e  
exemption from Federal  income t a x  o f  o r g a n i z a t i o n s  o rgan ized  and 
operated exc lus i ve1  y  f o r  c h a r i t a b l e ,  r e l i g i o u s ,  s c i e n t i f i c  or 
educat iona l  purposes, no p a r t  o f  t h e  n e t  earn ings  o f  which 
i n u r e s  t o  t h e  b e n e f i t  o f  any p r i v a t e  shareho lder  o r  i n d i v i d u a 7 .  

In orde r  t o  q u a l i f y  under IHC 5 0 l ( c ) ( 3 ) ,  an o r g a n i z a t i o n  must be 
bo th  "o rgan ized"  and "operated"  e x c l u s i v e l y  for one o r  mors 
purposes s p e c i f i e d  i n  t h a t  s e c t i o n .  I f  t h e  o r g a n i z a t i o n  f a i l s  
t o  meet e i t h e r  t h e  o r g a n i z a t i o n a l  t e s t  o r  t h e  o p e r a t i o n a l  t e s t ,  
i t  i s  n o t  exempt. (Regs. 1 . 5 0 ~ l ( c ) ( 3 ) - l ( a ) ( l  j ) .  Tho 
o r g a n i z a t i o n a l  t e s t  r e l a t e s  t o  t h e  r u l e s  f o p  govern ing  an 
o r g a n i z a t i o n  and t h e  purposes s t a t e d  i n  i t s  a r t i c l e s  o f  
o rgan i za t i on .  The o p e r a t i o n a l  t e s t  r e l a t a s  t o  t h e  
o r g a n i z a t i o n ' s  a c t i v i t i e s .  
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Sec t i on  1 . 5 0 1 ( ~ ) ( 3 ) - l ( b ) ( 4 )  o f  t h o  Regulat ions s t a t e s  t h a t  "an 
or-ganizat ion i s  no t  organized exc ' ius ive ly  f o r  one or moile exempt 
purposes unless i t s  assets  a r e  dedicated t o  an sxenipt purpose. 
An o r g a n i z a t i o n ' s  assets  w i l l  be considered ded ica ted  t o  an 
exempt purpose, f o r  example, i f  upon d i s s o l u t i o n ,  such assets  
would, by reason o f  a  p r o v i s i o n  i n  t h e  o r g a n i z a t i o n ' s  a r t i c l e s  
o r  by ope ra t i on  o f  3aw. be d i s t r i b u t e d  f o r  one o r  more exempt 
purposes, o r  t o  t h e  Federal  government, o r  t o  a  S t a t e  o r  l o c a l  
government, f o r  a p u b l i c  purpose, o r  would be d i s t r i b u t e d  by a  
c o u r t  t o  another o r g a n i z a t i o n  t o  be used i n  such manner as i n  
t h e  judgment o f  t h e  c o u r t  w i l l  bes t  accomplish: t h e  genera l  
purposes f o r  which t h e  d i s s o l v e d  o r g a n i z a t i o n  :..o::; qrganized. 
However, an o r g a n i z a t i o n  does n o t  meet t h e  organt":::ntional t e s t  
i f  i t s  a r t i c l e s  or  t h e  law o f  t h e  S t a t e  i n  which ii was c rea tod  
p rov ide  t h a t  i t s  assets would, upon d i sso7u t ion .  be d i s t r i b u t e d  
t o  i t s  members o r  shareho lders . "  

Sec t ion  1.501 (c )  (3 ) - l  ( c )  ( I  ) o f  t h e  Regulat ions s t a t e s  t h a t  i f  
more than an i n s u b s t a n t i a l  p a r t  o f  an o r g a n i z a t i o n ' s  a c t i v i t i e s  
i s  n o t  i n  f u r the rance  o f  exempt purposes, t h e  o r e e n i z a t i o n  w i l l  
no t  be regarded as exempt. 

Sec t i on  '1.508-'I(a)(2)(i) o f  t h e  Income Tax h e g u l a t i c l ? ~  s t a t e s  
t h a t  an o rgan iza t i on  seeking exemption under s e c t i o n  501(c)(3 
must f i l e  t h e  n o t i c e  dnscr ibed i n  s e c t i o n  508(a) w i t h i n  .I5 
months f rom t h e  end 07 t h e  month i n  which t h e  e r g a n i z a t i o n  was 
organized.  Such n o t i c e  i s  f i l e d  by s u h i t t i n g  a  p r o p e r l y  
completed and executed Form 1023, exemption a p p l i c a t i o n ,  w i t h  
t h e  D i s t r i c t  D i r e c t o r .  

Revenue Ru l ing  72-369, '1972 - 2  C.8. 245,  p rov ides  t h a t  an 
o r g a n i z a t i o n  formed t o  p r o v i d e  managerial and c o n s u l t i n g  
s e r v i c e s  a t  c o s t  t o  u n r e l a t e d  exempt o r g a n i z a t i o n s  does n o t  
q u a l i f y  f o r  exemption under s e c t i o n  50G1(c)(3) o f  t h e  Codo. The 
r u l i n g  emphasizes t h a t  an o r g a n i z a t i o n  i s  n o t  c h a r i t a b l e  merely 
because i t s  opera t ions  a r e  n o t  conducted f o r  t h e  purpose of 
producing a  p r o f i t .  Fu r the r ,  p r o v i d i n g  managerial  and 
c o n s u l t i n g  se rv i ces  on a  r e g u l a r  bas is  f o r  a  f e e  i s  a t r a d e  o r  
business o r d i n a r i l y  c a r r i e d  on f o r  p r o f i t .  The f a c t  t h a t  t h e  
s e r v i c e s  a re  prov ided az c o s t  and s o l e l y  f o r  exempt 
o rgan iza t i aqs  i s  no t  s u f f i c i e n t  t o  c h a r a c t e r i z e  t h i s  a c t i v i t y  as 
c h a r i t a b l e  w i t h i n  t h e  meaning of s e c t i o n  501(c)(3) o f  t h e  Code. 
Fu rn i sh ing  t h e  se rv i ces  a t  c o s t  lacks  t h e  dona t i ve  element 
necessary t o  e s t a b l i s h  t h i s  a c t i v i t y  as c h a r i t a b l e .  

An c r g a n i z a r i o n  i s  organized e x c l u s i v e l y  f o r  one o r  more exempt 
pcrposes on l y  i f  i t s  a r t i c l e s  o f  o r g a n i z a t i o n  l i m i t  t h e  purposes 
of such o rgan iza t i on  t o  one o r  more exempt purposes; and do n o t  
exp ress l y  empower t h e  o r g a n i z a t i o n  t o  engage, o the rw ise  than as 
i n s u b s t a n t i a l  pa r t  o f  i t s  a c t i v i t i e s ,  i n  a c t i v i t i e s  which i n  
themsslves a r e  no t  i n  f u r t h e r a n c e  o f  one o r  more exempt 
purposes. 



The o r g a n i z a t i o n ' s  c e r t i f i c a t e  of i n ~ o r p o r - a t i o n  does n o t  l i m i ' c  
i t s  purposes t o  those w i t h i n  t h e  purview o f  s e c t i o n  501(c)(3) of 
t h e  Code. I n  a d d i t i o n ,  t h e  c e r t i f i c a t e  d4f!d n o t  c o n t a i n  a  
d i s s o l u t i o n  p r o v i s i o n  d e d i c a t i n g  your assets t o  an exempt 
purpose. Therefore, t h e  c e r t i f i c a t e  of i n c o r p o r a t i o n  of t h e  I ********* ************** ********* *********** * * * * * * * * * * * * * * * * * *  f a i l s  t o  
meet t h e  o r g a n i z a t i o n a l  t e s t  requiremants o f  s e c t i o n  
1 . 5 0 l ( l ) ( c ) ( S ) - l ( b )  o f  t h e  Regular ions.  

The o r g a n i z a t i o n ' s  Form 1023, exemption a p p l i c a t i o n ,  was f i l e d  
more than 15 months from t h e  end o f  t h e  month i n  which ycur  
o rgan iza t ion  was formed. Your o r g a n i z a t i o n  f a i l e d  t o  meet t h e  
f i l i n g  requirements i n  sec r ian  1 , 5 0 8 - l ( a ) ( 2 ) ( i )  o f  t h e  Income 
Tax Regulat ions.  Based on t h e  f a c t s  and circumstances present= 
i n  your request  f o r  r e l i e f  under s e c t i o n  1.91CO-'1 o f  t h e  Income 

1 
Tar Regulat ions,  an extension o f  t h e  f i l i n g  pe r iod  by s e c t i o n  
1.508-l(a)(2) o f  t h e  r e g u l a t i o n s  has n o t  been granted. f 
Your pr imary a c t i v i t y  i s  s i m i l a r  t o  t h e  a c t i v i t i e s  o f  those 
descr ibed i n  Revenue Ru l ing  72-369 i n  t h a t  you a re  e s s e n t i a l l y  
engaged i n  t h e  business o f  p rov id i i t g  r e f e r e e  se rv i ces  f o r  hockey 
games. As s t a t e d  i n  Revenue Ru l ing  72-369, t h e  p r o v i s i o n  o f  
such se rv i ces  f o r  A fee a t  no more than c o s t  i s  nc? an exempt 
a c t i v i t y  under s e c t i o n  501(c)(3) a f  t h e  Code. You a r e  
conduct ing an a c t i v i t y  i n d i s t i n g u i s h a b l e  from an o r d i n a r y  
commercial e n t e r p r i s e .  

. . 
I n  a d d i t i o n ,  your c e r t i f i c a t e  o f  i n c o r p o r a t i o n  express ly  
empowers you t o  engage i n  commercial a c t i v i t i e s  which a r e  n o t  
i n  fu r therance of an exempt purpose. T o  r e i t e r a t e ,  t h e  
c e r t i f i c a t e  prov ides,  i n  p a r t ,  t h a t  you w i l l  p rov ide  hockey 
re fe ree ing  se rv i ces .  

I n  l i g h t  of t h e  above, we ho ld  t h a t  you a r e  n o t  e n t i t l e d  t o  
exemption under sec t ion  501(c)(3) o f  t he  Code because you a r e  
no t  organized o r  operated e x c l u s i v e l y  f o r  c h a r i t a b l e  purposes. 

AccordingJy, we conclude t h a t  you do n o t  meet t h e  requirements 
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You a r e  r a q u i r e d  t o  f ' ' 3  a  t a x a b l e  r e t u r n  Form 1'120 o r  10&'1 w i r h  [,;!,. ::.j< 
, rt,; ;: ! 

t h e  D i s t r i c t  Di l -ector  oi I n t e r n a l  Revenue Serv i ce .  Please send ~,:.~,!~y;. 
t h e  r e t u r n  t o  .tile I n t e r n a l  Hev.,?nue Serv ic@,  P.O. Box 1683 ,  &-&:,-:, 

General Post O f f  i c e ,  3rook lyn.  d Y  11202.  17- ;;/ 
t .  - 

C o n t r i b u t i o n s  made t o  you a r e  n o t  d e d u c t i b l e  by t h e  donors  as 
c h a r i t a b l e  c o n t r i b u t i o n s  as  d e f i n e d  i n  secz ion  1 7 0 ( r )  o f  t h e  
Code. ... . 

I f  you do n o t  agree w i t h  t h i s  de te rm ina t i on ,  you may requesc a 
Conference w i t h  ths.Regior la1 D i r e c t o r  . o f  A p p r j a l ~ ~  by p r o t e s t i n g  
i n  accordance w i t h  the enclosed  instruction^ * , : c h i n  30 days-  

P r o t e s t s  submi t ted  which do n o t  c o n t a i n  a11 t h e  documentat ion 
s t a t e d  i n  t h e  i 'nstruc;cions w i l l  be re.,:urned f o r  cornplat- ion- 

I f  ws do n o t  hear fron:. bnou with-in t h a t  t i m e  t h i s  d e t s r m i n a t i o n  
w ill be considered f ina7 and a p p r r ~ p r i e t e  S t a t e  O f f i c i a l s  
w i l l  be n o t i f i e d .  

If you do n o t  p r o t e s t  t h i s  proposed d e t e ~ m i n a r i o n  i n  a t i m e l y  
manner, i t  w i l l  be considered by t h e  I q t e r n e l  Revenue S e r v i c e  as 
a f a i l u r e  t o  e x h a ~ s t  a v a i l a b l e  a d r n i c i s t r a t i v e  ramedies. S e c t i o n  
7428(b)(2) o f  t h e  I n t e ~ n a l  Revenue Code p rov ides  i n  p a r t  t h a t  " A  
d e c l a r a t o r y  judgment 0- decree under t h i s  s e c t i o n  sha1.1-not be 
i ssued i n  any pro coed;^‘.: un7ess r h e  Tax Court ,  - t h e  Claims Cour t ,  
o r  t h e  D i s t r i c t  Cour t  L -  the Un i ted  S t a t e s  -For t h e  D i s t r i c t  of 
Columbia dotermines t h a t  t h e  o r g a n i z a t i o n  i n v o l v e d  has exhausted 
a d m i n i s t r a t i v e  remedies ava i7ab le  t o  i t  w i t h i n  t h e  I n t e r n a l  
Revenue Serv ice .  " 

D i s t r i c t  D i r e c t o r  

Enclosul-e: Pub1 i c a t i o n  892 


